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Abstract

This article scans the funding trends of the startups across the globe to unearth the emerging
challenges, opportunities, and emerging digital technologies and analyzes the impact of the present
economic downturn on the facilitators of digital entrepreneurship and how the leadership is igniting the
creative passion of digital startups to transform the current geopolitical challenges into new
opportunities. The scrutiny of digital entrepreneurs’ value creation processes and the innovation
landscape of digital entrepreneurship reveals that the economic downturn and geopolitical conflicts
have changed the opportunities basket of digital entrepreneurship. The emerging new digital
technological tools are changing the means and processes of value creation. The political leadership
and startup financiers are encouraging digital entrepreneurs to pursue more robust and disruptive
innovations. The landscape of digital entrepreneurship is reconfiguring to handle the emerging
challenges.

Keywords: Digital Entrepreneurship; Economic Downturn; Emerging Technologies; New Disruptive
Technological Tools

Introduction

Economists and industry observers across the globe believe that 2023 is yet to recover from
the negative impact of the global pandemic and that the economic downturn continues. The fear of
recession, doubts, and uncertainty about the future have paused the enthusiasm of startups.
Technology titans and unicorns are downsizing and cutting jobs and are unwilling to think beyond the
basics at this juncture of time (Meta Plans Thousands More Layoffs, 2023; Subramaniam, 2023; The
Star, 2023). The startups are experiencing cash crunches, and fundraising has become more difficult
than before (Bek, 2023; Financialexpress, 2022; A World Bank Group Flagship Report Global Economic
Prospects, 2023).

Aspiring entrepreneurs are getting puzzled by the views, predictions, opinions, and counter
opinions of experts (Bannon, 2022; Entrepreneur, 2023; Heater, 2022; Kashyap, 2022; Riani, 2023).
Private investors are waiting for the dust to settle. Despite all these odds, the spirit of startups is alive
and kicking across the globe. A new breed of digital entrepreneurs is emerging and paving the way for
a new normal (Anon, 2023; Cosgrove, 2022; Malayil, 2023; Sivaramakrishnan, 2023; Smith, 2022;
Wiggers, 2023a).

This raises three key questions: (i) If the cash is in short supply, how are the startups sprouting
and growing? (i) How are the emerging challenges creating new opportunities for digital

Received: 18 March 2023; Received in revised form: 21 April 2023; Accepted: 03 May 2023

33


https://doi.org/10.31674/ijmhs.2023.v07i02.005
http://www.ijmhs.org/

Majumdar et al.
Int. J. Mgmt. Hum. Sci. 2023; 7(2): 33-43

entrepreneurship? and (iii) How are the new opportunities reconfiguring the innovation landscape of
digital entrepreneurship?

The answers to these questions can be derived by understanding the value creation process
of digital entrepreneurship and the innovation landscape of digital entrepreneurship and analyzing the
impacts of the emerging challenges of the global economic slowdown, geopolitical conflicts, and the
evolution of new digital technological tools.

Discussion
Digital Startups Value Creation Process

Startups generate new ideas, spur economic activity, and ignite dynamic competition in the
marketplace. They are the engines of innovation and growth (Bureau, 2018; Jesemann, 2020; Jurgens,
2022). The present 2023 economic downturn has certainly created fund crunches for many startups,
but that could not deter the spirit of innovation (Riding the Digital Storm: How India’s Startups Are
Shaping the Post-pandemic ‘Normal’, 2021; Jurgens, 2022; Malayil, 2023). Who will survive and thrive
and who is likely to succumb to this hard economic downturn, market turbulence, and cash crunches
depends on the robustness of the startup's value creation ability under the given situation, the
uniqueness of the innovation capability, and the sustainability of the business model, as articulated in
Figure 1.
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Figure 1: Digital Startups Value Creation Process

Outdoing challenges (Figure 1) is the core competency (Prahalad, 1990) of digital
entrepreneurship (Blank, 2013; O’Malley, 2016) and can survive, thrive, and sustain the pressure of
market forces (Blank, 2013; Ries, 2011; World Economic Forum, 2020). Effective use of the emerging
disruptive innovation power of digital technology by talented digital entrepreneurs exploring disruptive
innovation and replacing complicated, cumbersome, and costly products or services with easy-to-use,
affordable products and services are the fortes of digital startups (Christensen, Raynor & McDonald,
2015; Cote, 2020; Desai.com, 2013).

To foster entrepreneurship, many agencies, institutions, investors, and government
organizations have been distributing lollipops and encouraging aspiring startups to enter the landscape
of digital entrepreneurship to pursue their entrepreneurial dreams. Many startups with unique ideas
even saw rays of hope and green signals of success in the initial days of their journey but failed to cross
the ‘Death Valley’ of extreme uncertain and unpredictable market forces (Heater, 2022). Statistics show
that 90% of startups fail, and, on average, it takes 2-3 years for startups to make a profit. The United
States of America has the highest number of startups as of date (Ruby, 2023).
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All digital entrepreneurs envision building innovative products and services for their customers
(O’Malley, 2016), either for replacement of the inefficient and cumbersome processes and products or
for the development of totally new ‘Blue Ocean’ products and services (Kim & Mauborgne, 2015), which
were non-existent and unknown to their intended customers.

The seven key entities of the digital startup value creation process are: Talent, Technology,
Idea, Innovative New Product (Minimum Viable Product - MVP), Pivoting and transforming the MVP
into a 'blue-ocean-solution’ (Kim & Mauborgne, 2015), refining, retrofitting, and repackaging them into
marketable products and services (Blank, 2013). The MVP is idea sprouting - the first shoot and the
starting point of the startup’ journey to discover its customers and pivot the MVP as per the wants,
needs, and desires of its potential buyers (Bhide, 1996; Blank, 2013; Ries, 2011).

The business world values the merits of every innovation and creation in terms of their financial
worth (Bhide, 1996). No MVP is worth pursuing unless it has the potential to create value for customers,
investors, and entrepreneurs (O’Malley, 2016) and can survive, thrive, and sustain the pressure of
market forces (Blank, 2013; Ries, 2011).

The major challenges of digital entrepreneurship are not only transforming the MVP into
valuable marketable products and/or services but also building and running a profitable business
enterprise (Jurgens, 2022). Entrepreneurship is a multi-phased journey of the startup for customer
acquisition, development of a sustainable and profitable business model, finding funds for supporting
its operations, generating revenues to pay its bills, and creating value for its customers as well as for
all the stake holders of the enterprise (Majumdar, 2018).

The digital entrepreneur begins his or her entrepreneurial journey with a vision and an idea of
building a new enterprise with strong self-efficacy to face challenges and threats (Accion Opportunity
Fund, n.d.). Will the present 2023 economic downturn and cash crunch kill or kick up the spirits of digital
entrepreneurship? The answer is yes and no (Arab News, 2023; Bannon, 2022; Entrepreneur, 2023;
Heater, 2022; Jurgens, 2022; Sifted, 2023; Stokes, 2023; VentureBeat, 2023; World Economic Forum,
2023).

Landscape of Digital Entrepreneurship

To understand who is likely to perish during the economic downturn and who is likely to thrive,
one has to analyze the present global and regional situations with reference to the startup value creation
process (as articulated in Figure 1) in conjunction with the tenets of Digital Entrepreneurship Ecosystem
(Elia, Margherita & Passiante, 2020; Qmarkets, 2021) and the innovation management process
(Desai.com, 2013) of digital entrepreneurship as articulated in Figure 2.

Landscape of Digital Entrepreneurship
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Figure 2: Landscape of Digital Entrepreneurship
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Itis evident from Figure 2, landscape of digital entrepreneurship, that the three cornerstones of
digital entrepreneurship are product innovation (MVP), business development, and enterprise building.
It is also to be noted that the journey of aspiring digital startups begins with opportunity spotting and
idea scanning. Secondly, to counter the challenges of the recession, regional governments and funding
agencies are redrawing their priorities and funding strategies (Arab News, 2023; Cosgrove, 2022;
Subramaniam, 2023; Union Budget 2023: A Path to Growth for Indian Startups, 2023; Malayil, 2023).

Both business-development and enterprise-building follow the mechanisms of the innovation
funnel (Qmarkets, 2021; Desai.com, 2013). The landscape mapping of digital entrepreneurship is
essential to managing the innovation processes of digital entrepreneurship. The landscape map of
digital entrepreneurship, as shown in Figure 2, highlights the major entities and mechanisms of the
innovation funnel (Desai.com, 2013; Bonazzi & Zilber, 2014) that metamorphose an idea into a
profitable digital enterprise. MVP is a tangible technical solution to a pressing and complex customer
problem. An in-house research and development (R&D) process needs facilitation support for
experimentation, verification, and validation until a minimum viable product (MVP) is found.

Opportunity Spotting and Idea Scanning (OSIS) is a process of selecting the subject that the
aspiring entrepreneur wishes to pursue (Harrison, 2013). Whereas Idea Sprouting Support Systems
(ISSS) is the availability of in-house research and development supporting systems for idea exploration,
hypothesis testing, and concept validation, including financial grants and mentoring services.

In contrast, the Startup Funding Ecosystems (SFE) are external private investors like angel
investors, incubators, venture capitalists (VC), and other agencies who might be willing to provide
financial support provided the chosen venture project ideas and execution plans (the Business Model
Canvas) (Enterprising Oxford, 2022) commensurate with the startup team’s competency are in perfect
alignment with investors’ funding criteria (CoffeeMug, 2022, depoventures.com, n.d., Sofia Angels
Ventures, n.d.). In general, external funding agencies are interested in seeing proof of the concept and
reliability of the proposed business model and the startup's commercialization capability.

It is evident from the above paragraph that five prerequisites of digital entrepreneurship are: (i)
an innovative business idea, (i) a competent management team, (iii) in-house research and
entrepreneurship fruition facilities, (iv) internal (in-house) and external financial supports for idea
sprouting (ISSS) and solution generation (SFE), and (v) a profitable and sustainable business model.
The same has been portrayed in Figure 2, landscape of digital entrepreneurship.

When all five processes of the digital entrepreneurship funnel (Delserieys, 2022) work in
tandem, the probability of success increases. In an economic downturn, opportunities as well as the
entrepreneurial ecosystem (internal and external support systems) are evolving. Funding agencies are
redefining their investment strategies and trying to reduce risks and pilferages. Thus, the scope for
quick bucks is certainly over. But committed and compassionate startups with ground-breaking
disruptive innovation are replacing inefficient, costly processes and procedures and gaining footholds
in the marketplace.

As tech titans are downsizing, getting talent has become relatively easy (Bek, 2023; The Star,
2023). This is a side effect of the economic downturn and certainly a positive stimulus for startups. The
role of talent in the landscape of digital innovation is supreme. There is no substitute for talents and
teams; the depth of the opportunity and the cleverness of the idea, as well as the quality of in-house
idea fruition support systems (IFSS) and the availability of startup funds (SFE), are essential
prerequisites for idea fruition and enterprise building.

Enterprise-building is the commercialization of the innovation, customer acquisition, earning
profits, and subsequently building a sustainable enterprise for merchandising the innovation
(www.mckinsey.com, n.d.). Transforming the MVP into ‘offerings’ for which customers will be willing to
pay is altogether a different ballgame. The Business Canvas is the checkerboard for developing a quick
and comprehensive business plan for customer acquisition and a revenue earning plan for the startup.
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The current economic downturn has tightened the screening process and significantly
squeezed the innovation funnel. Startup funding experienced a significant drop in 2022 (Agarwal, 2023;
Bain, 2023; Bek, 2023; Financialexpress, 2022; Ruby, 2023; Subramaniam, 2023). The downturn has
battered the positive outlook of the entrepreneurship market, and everyone in the landscape of
entrepreneurship is reconfiguring their strategies.

The economic downturn has changed the scope, challenges, and opportunities of digital
entrepreneurship. ldea screening and venture funding are taking those emerging challenges and issues
into consideration while making their choices. Apart from the proof and prospect of the business idea,
the startup team’s credibility and commitment to transform the startup into a profitable digital enterprise
are becoming more important than before.

Evidence of recent fundraising successes (Anon, 2023; FINSMEs, 2023; Malayil, 2023) India
raises $150K in a seed round led by Real Time Angel Fund, AIC-BIMTECH, 2023; SaaS startup
Houseware raises $2.1 million led by Tanglin Venture Partners, 2023; Singh, 2023; Staff, 2023;
VCCircle, n.d.; Wiggers, 2023b) shows that the downturn is not killing digital entrepreneurship. But
opening a new frontier for disruptive innovation in accordance with the emerging challenges and
development goals of the nation (Arab News, 2023; Cosgrove, 2022; Delserieys, 2022; Dickinson, 2021;
Fortune, 2023; Kamps, 2023; Kadam, 2023; Malayil, 2023; Sifted, 2023; Stokes, 2023; Union Budget
2023: A Path to Growth for Indian Startups, 2023); This reveals that political leaders are more willing to
deploy the innovative power and entrepreneurial skills of digital startups to outshine the challenges and
remain globally and regionally competitive (Bureau, 2018).

The geopolitical conflicts that are impacting every nation are the Russia-Ukraine war, the
warmongering of China, the USA, and North Korea. These conflicts have threatened the stability of the
global economy (Vayrynen, n.d., Brookings, 2022) and are the root cause of many crises and
challenges. Frequent national and international calamities are troubling everyone. These geopolitical
and climatic challenges are compelling countries to inspire their national digital talents to find solutions
for these pressing problems. This once again reminds us of the proverb, "Necessity is the Mother of
Invention". It is evident from the above that the emerging geopolitical challenges and threats are
blessings in disguise and broaden the scope, challenges, and opportunities of digital entrepreneurship.

The Russia-Ukraine war has created an energy crisis in Europe (Thomson, 2022). The rising
price of fossil fuel is hurting oil-importing countries like India and others (Lioudis, 2022). Global
calamities remain unabated and affect everyone on the planet (Marchant, 2021). To turn the tables,
regional and national economies are allocating funds and encouraging startups to turn problems into
opportunities (Arab News, 2023; Subramaniam, 2023; Stokes, 2023).

Concurrently, technologies like artificial intelligence (Al), guantum computing, robotics, drones,
5G, 3D printing, and machine learning are providing new means of business process reinvention and
compelling global industries to change their business models (Council, n.d.). The big tech enterprises
have frozen recruitment (The Star, 2023), and the talent scarcity market has become a talent surplus
market. Many tech talents are on the lookout for the new openings.

Russia-Ukraine war and warmongering by China and the US, prompting India
(www.investindia.gov.in, n.d., Union Budget 2023: A Path to Growth for Indian Startups (Singh, 2023),
Malaysia (Staff, 2023), and others to deploy their talent pools to transform the challenges into attractive
opportunities.

Nevertheless, the impact of the emerging challenges and opportunities in a region is to be
assessed on the basis of the priority policies of the country and region. In short, the industry and the
economic sectors, in general, that are emerging as most challenging are: defence, space, agriculture,
health and wellness, green energy, transport and mobility, shipbuilding, digital transformation, cyber
security, disaster management, MSMEs, and technology sectors like Al, 5G, 10T, AR/VR, blockchain,
3D printing, robotics, drones, quantum computing, and many more (www.hoory.com, n.d.; Gartner,
2023; MarketsandMarkets, n.d.).
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Conclusion

An in-depth review of the funding trends of startups across the globe reveals that the current
economic slowdown has not stopped funding innovative and promising startup projects. On the
contrary, a new breed of venture funding organizations are encouraging talented digital startups to
pursue radical and game changing innovations and act in accordance with the emerging conditions and
challenges of the evolving future markets.

Geopolitical conflicts, climate change, and emerging disruptive digital technologies have
significantly impacted the landscape of digital entrepreneurship. The four blocks of the digital landscape
that have been affected are: (i) opportunities and scope of digital entrepreneurship; (ii) entrepreneurship
fostering support systems - the entrepreneurship research and development facilities; (iii) the availability
of institutional grants and seed funds; and (iv) the availability of public and private funds for seed funds
and funds for market penetration and business expansions.

The political leadership is changing national and regional priorities and consequently impacting
the seed grants. Governments and international organizations are incentivizing digital entrepreneurs for
cutting edge innovation in certain specified sectors of national focus. The sectors that fall under this
category are: Agriculture, Climate Change, Cyber Security, Defence, Green Energy, Health and
Wellness, Digitization of MSMEs, and Space Research.

One of the most powerful forces reshaping the market and the landscape of digital
entrepreneurship is the new digital technological tools — the means of digital entrepreneurship. The
technological tools that are radically changing and impacting the ways of digital entrepreneurship are
Al, 5G blockchain, 3D printing, robotics, drones, and quantum computing.

The digital entrepreneurship market is dynamic and challenging. The challenges and
opportunities of digital entrepreneurship are constantly evolving. Therefore, opportunity spotting and
idea scanning are the first critical steps in the digital entrepreneurship journey. The idea fruition support
systems and the matching required enabling technologies for the chosen scope of the entrepreneurship
project are the second touchstones of digital entrepreneurship. New innovation opens new doors and
new options. But the five core competencies of digital entrepreneurship require constant upskilling.
These competencies of entrepreneurship are (i) product innovation, (ii) business development, (iii)
generation and validation of business models, (iv) customer acquisition, revenue generation and
creating value for customers, and (v) the managerial skills of managing change.
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